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PEOPLE'S REPUBLIC OF THE CONGO - ECONOMIC INDICATORS 


Population (1978 estimate) 1.4 million 
Labor Force 600, 000 
Average Unemployment. Rate 16 percent 
Annual growth rate (1970-1978) 2.6 percent 
GDP per capita (most recent estimate) $500 


Projected 
1976 1977 1978 1979 


Exchange Rate: US$1.00 = 240 240 226 226 


(In millions of US Dollars) 
CDP at current market prices 722.5 F357.) GF4.7 1,011.1 


GDP at 1975 market prices 664.2 628.7 717.3 757.5 


Government finance 
Revenues and Grants 210.0 265.5 228.8* 245.1** 
Expenditures 250.0 332.3 243.4* 290,3** 


External public debt (disbursed onl y) 492.1 669.9 763.7 


Monetary survey 

Net foreign assets -27.9 -27.4 -35.0 
Domestic credit 237.9 269.0 303.1 
To Central Government (net) 75.8 94.7 110.6 
To private sector (including state 

enterprises) 62,1. Was 192.5 
Liabilities to private sector 143.7 163.3 181.4 
Money 127.5 146.0 eee 
Quasi -Money . 16.2 17.3 coe 
Other items (net) 35.8 38.9 41.1 


Balance of payments (In millions of SDR) 
Trade balance -22.0 -3.5 -10.9 
Exports, f.o.b. 214.4 235.4 267.5 
Imports, c.i.f. 236.4 238.9 278 .4 


Footnotes: * (78 adjusted) ** (79 adjusted) 


Sources: IMF, IBRD Statistics; Ministries of Finance, Rural Economy, Plan, 
Mines and Energy, Treasury; 
Marchés Tropicaux et Mediterraneens 





SUMMARY==- The economic crisis in the People's Republic of the 
Congo which began in 1975 worsened in 1978 and there was a fur- 
ther decline in the major sectors of the economy. According to 
the Government, the Congo produced fewer goods and services in 
1977 and 1978 than in 1976. Owing to expansionary financial poli- 
cies, the level of expenditures substantially exceeded revenues 
which were well below anticipated receipts and expenditure appro- 
priations in the 1978 budget. The Government states that the 
Congo had a $177 million trade deficit in the 1978 budget. In 
1979 both the current account balance and the trade balance are 
expected to deteriorate further and external borrowing by the 
private sector is expected to increase from $125 million (in 1978) 
to $163 million. The most encouraging signs on the horizon are 
the Government's stated determination to stabilize the economic 
situation, which is underscored by an International Monetary Fund 
(IMF) Stand-by Agreement approved in April, 1979, which offers 
promise of an eventual extended credit facility; President Denis 
Sassou-Nguesso's public support of the pivotal role of the pri- 
vate sector in achieving economic recovery;*and a liberal foreign 
investment code. 


CURRENT ECONOMIC SITUATION AND TRENDS 


The Congo's per capita GNP of about $500.00 in 1977 places it 
among the middle income countries in tropical Africa, However, 
the country's numerous structural imbalances have prevented 
sustained economic growth. These include rapid urbanization 

from a small rural population base, a narrow economic base and 

a corresponding dearth of industrial production, a traditional 
agricultural sector having only limited prospects, a forestry 
sector whose future depends on capital intensive exploitation 

of the northern forests and improved productivity in the south, 
and an educational system which does not adequately correspond 
to the country's needs and has glutted government and state 
enterprise payrolls under the socialist full-employment policy 
which guarantees university graduates employment in the public 
sector. A brief petroleum boom in 1973-1974 accelerated the eco- 
nomic and financial imbalances by encouraging the Government 

to adopt expansionary domestic and finencial policies and to 
embark on an overly ambitious capital-intensive development program. 


There was a minor resurgence of economic activity in 1978, This 
was due, in large part, to an increase in oil production from a 
new field, increased manufacturing output as some of the Govern- 





ment's rehabilitation programs started to take hold, and acceler- 
ated construction on the railroad realignment project. But, domes- 

tic and external finances continued to deteriorate in the absence 

of effective Government policies to bring public demand under control, 
and the treasury deficit reached its highest level since 1975 with 
payment arrears rising to 100% of 1978 budgetary revenues. The coun- 
try's external position also continued to deteriorate as the overall 
belance of payments deficit reached $47 million, or 16% of merchan- 
dise exports. 


By the end of 1978 the economy was characterized by serious imbalances 
between production and consumption, exports and imports, and savings 
and investments, and forecasts for 1979 point to a reduced rate of 
growth coupled with a sharp rise in domestic consumption which is ex- 
pected to fuel inflation. The Government-approved Two Year Action 

Plan for 1978-79 is still far from achieving its goals and Government 
institutions, in general, are-still working to initiate programs which 
will achieve financial stabilization and restore growth, 


THE MAJOR SECTORS: Agriculture-- The Congo has considerable untapped 
agricultural potential and the Congoles@Government currently accords 
highest priority to agricultural development. Presently, total 
production (crop, livestock and fishing) account for less than 10% of 
GOP and 7% of total exports, and only 2% of the land judged arable 


is under cultivation. Of the cultivated area, 90% is farmed according 
to traditional methods by individual farmers and the remaining 10% 

is comprised of medium to large scale state-owned farms which employ 
more modern farming techniques. The Government, which has experimented 
alternatively with cooperatives and expanded State farm systems, is now 
attempting to establish smallholder agriculture with separate extension 
services and marketing boards for goods and for cash crop (cocoa, cof- 
fee, tobacco, palm, paddy and corn) production. The new agricultural 
strategy is to be financed by government imposed salary deductions on 
public sector and private salaries which are earmarked in a special 
fund. The Government is also working to address the attendant problems 
of rapid urbanization, difficult marketing conditions, unattractive 
producer prices, rudimentary farm to market roads, and the declining 
fertility of soils. 


Forestry-- While production levels have been on the decline since 1969, 
the forestry sector is both an important employer and the largest 
single client of the country's railway and river transport systems. 
Forests extend over approximately 20 million hectares, or some 60% of 
the total area of the Congo, and the potential for development is 
approximately 1 million cubic meters of logs per year. Logs are 
marketed by the state-owned agency, The Office Congolais des Bois (OCB) 


pial xs 





which purchases logs at a determined price. The Government's for- 
estry development policies are aimed at attracting foreign investors, 
rehabilitating the state enterprise sector and strengthening small 

to medium scale private Congolese operators, The first U.S.-Congolese 
agreement in the forestry sector was signed in 1979, The loan quar- 
anteed in part by the Export Import Bank, is providing $6.5 million 
worth of heavy duty lumbering equipment to the OCB, 


Mining-- Once of pivotal importance, the potash mine near Pointe 
Noire ceased production in mid-1977 dealing a severe blow to the 
Congolese economy. Copper, lead, zinc and 2 small amount of gold 
are currently mined, but production fell sharply in 1977 as worked 
deposits were being depleted. Two new deposits containing a mixture 
of copper, lead and zinc ore have been discovered and estimates are 
that the smaller deposit will have a full scale production capacity 
of about 30,000 tons per year over a five year period. Production 
from the larger deposit is expected to reach 70,000 tons per year 
for a period of 25 years and a newly built enrichment plant is sched- 
uled to begin full scale production in 1979-80. Other sizeable de- 
posits have been discovered close to the Gabonese border. They ap- 
pear quite promising but inaccessibility and lack of financing have 
prevented their exploitation. 


Petroleum-- Offshore oil production has had, generally speaking, 

a major impact on overall growth, especially export and budget re- 
ceipts, but production levels at Emeraude, the largest of the off- 
shore fields, decreased steadily in 1977 and 1978 (from a peak of 
2.4 million tons in 1974 and 2 million tons in 1976) and will prob- 
ably be depleted by the mid-1980's. Production at a second field, 
Loango, began in 1977 and reached a production level of one million 
tons in 1978, Production at the Loango field is expected to peak 
this year and fall steadily thereafter until the late 1980's, 

when these resources will also be depleted. A new field, Likouala, 
with recoverable reserves of about 10 million tons, should reach 
full production in 1981. In 1977 the Government agreed to lower 
income tax rates for the two major foreign exploiters (ELF and AGIP) 
for new discoveries which would rapidly lead to production. Since 
then, both have increased exploration activities and the Government 
has encouraged research by opening up new areas to several new for- 
eign partners, including U.S. oil companies. The outlook is also 
favorable that financing will be found for the inoperable Government- 
owned oil refinery in Pointe Noire. The State-owned company Hydro- 
Congo has a monopoly on the distribution of petroleum products in 
the Congo. 
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Manufacturing-=- Manufacturing accounts for about 10 % of GOP 

and includes such diverse facilities as forestry product 

and ocean fish processing plants, an oil refinery, cement and 
sugar plants, flour and textile mills and the manufacture of oil, 
beverages, soap, paint, shoes, and glass and plastic bottles. 
Many of the major industrial enterprises are state-owned, having 
been nationalized in the period 1967-76 with the hope of creating 
employment opportunities» The financial situation of most state 
enterprises has seriously deteriorated in the past few years, however, 
due to large operating losses which have been the result of over- 
employment, inadequate administrative support and declining 
productivity. In 1978, a number of rehabilitation programs were 
launched by the Government and limited financial resources were 
provided from a foreign commercial bank loan to the cement plant, 
textile mill and the major ocean fishing concern. A national 
management, training and assistance organization to state and 
para-statal enterprises (Centre National de Gestion) has also 
been established, and the new Government has made repeated 
overtures to the private business community to continue to 
provide the expertise and capital necessary for a successful 
economic recovery. 


Transportation-- One of the Government's most serious internal 
problems is lack of adequate transportation infrastructure. High 
priority is given to transportation projects necessary for mar4 
keting, the extension of support services to the agricultural, 
forestry and mining sectors, and to stengthening the Congo's 

role as the inland transportation corridor to the Central African 
Republic and Chad, and to somm degree to Gabon (manganese) and 
Cameroon (wood). The Agence Transcongolaise des Communications 
(ATC), the state enterprise which manages rail and river transport, 
has received considerable foreign assistance for a railroad 
realignment project and a project to improve river transportation 
and the Brazzaville port facility. 


Implications for the United States 


Currency-- The People's Republic of the Congo is a member of the 
CFA (Communauté Financiére Africaine) franc area which includes 
Cameroon, the Central African Republic, Chad and Gabon. The CFA 
franc, a hard currency, is issued by the Banque des Etats de 
l'Afrique Centrale and is pegged to the French franc (FF) at the 
rate of CFAF 50 = FF 1. 


Exports and Imports-- The Congo is an associate member of the 
European Economic Community (EEC) and is one of the four members 
of the Central African Customs and Economic Union (UDEAC). The 
EEC is the largest market for Congolese exports and supplies the 
lion's share of the Congo's imports. 





France is the Congo's single most important trading partner. 

An annual import program covers all countries but distinguishes 
among five different zones: the UDEAC; France; other countries 
of the French franc zone; the EEC countries other than France; 
and, all remaining countries. With the exception of the few 
products (salted fish, rice, tomatoes, salt and three other com- 
modities of lesser importance) for which the state-owned trading 
company, the Office National du Commerce (OFNACOM) sets the 
prices, commodities from both member communities and countries 
of the French franc zone may be imported freely. Imports from 
all other countries are subject to licensing in accordance 

with an annual import program, but import licenses are issued 

on a liberal basis. 


Sectoral Development--With a view to achieving a balanced econ- 
omy through economic diversification, the Government is attempt- 
ing to introduce appropriate measures to stimulate growth in 
those viable sectors which have been neglected. The Congolese 
Government currently accords highest priority to development of 
the agricultural and forestry sectors with an emphasis on devel- 
oping the transportation infrastructure necessary to assure 

that goods find their way to the marketplace. The Government 
hopes, at the same time, to revitalize the state-owned commer- 
cial enterprises and stimulate interest in the petroleum sec- 
tor. Government authorities hope, especially, to encourage pri- 
vate investment and joint ventures in which the Government will 
take minority participation while granting tax exemptions or 
similar advantages. 


Private Investment--In a major State of the Union message on 
August 14, 1979, the new Chief of State, President Denis Sassou- 
N*Guesso, earmarked agricultural exportation, animal husbandry, 
forestry, mining, industry, public works, hotel and restaurant 
construction and tourism as those areas in which the Government 
will specifically encourage private investment. In an earlier 
meeting with business executives, the President emphasized the impor- 
tance he places on tne role of private investment in general 

and gave personal reassurances that the private sector would be 
allowed to operate without Government interference. It is im- 
portant to note that the Congolese investment code is already 
more liberal than those of a number of non-Socialist African 
States, and that the largest share of foreign assistance to the 
Congo is devoted to economic development, 
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Mid-Term Growth--For the Congo to redress its internal and 
‘external finances and restore economic growth will prob- 
ably require e stabilization program built on present Gov- 
ernment efforts but linked to a medium-term (4-5 year) growth 
strategy. This would allow a well thought out, methodical 
pursuit of those efforts. The 1979 IMF Stand-by Program, which 
builds on existing Government programs, could well be the 

first step toward a medium term program that would strengthen 
internal and external finances and improve the public sector's 
saving performance. As the forestry sector has the greatest 
potential for launching a modest but sustained economic rate of 
growth, the Government hopes to find foreign partners to accel- 
erate development of the northern forestry reserves and boost 
production in the southern Congo. 


* U. S. GOVERNMENT PRINTING OFFICE: 1979—311-056/196 





